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CHAPTER - 1 
I N T R O D U C T I O N 
1.1 The Problem : 
The relationship between exports and economic develoj>-
ment has generated considerable debate among economists 
and policy makers. The classical and neo-classical economists 
firmly believed that foreign trade can accelerate the 
process of development. For them, trade was not only a 
mechanism to achieve productive efficiency through inter-
national division of labour, but also an"engine of growth". 
Critics like Prebisch^, Singer^ and Myrdal , on the other 
hand, maintain that trade has led to the wide disparities 
in income between the rich and poor countries. The main 
reason is that when poor countries trade with the rich 
countries, the terms of trade move against the former group 
of countries. Deterioration in terras of trade leads to the 
outflow of resources from the developing to the developed 
cotintries, making the developing countries still poorer. 
Iliere seems to be scwne truth in the above arguments. 
Trade statistics also show that the share of the developing 
countries in the World export trade has been declining. 
1. Robertson, D.H. "The Future of International Trade", 
Reprinted in American Economic Association, Readings in 
the Theory of International Trade, Blakinsten Co. ,1949, 
p. 501. ^ -^^ 
2. R. Prebisch, "The Role of Commercial policies in under-
developed countries", American Economic Review (papers 
and proceedings), Kay 1959, 
3. H, Singer, "The Distribution of Gains between investing 
and Borrowing Countries", American Economic Review, 
(papers and proceedings). May, 1950, 
4. Myrdal, G,, Rich lands and Poor, Harper and Row, 1957, 
Developing countries have also, l^ een exposed to the wide 
fluctuations in their export earnings. But even then, it 
is difficult to undermine the importance of exports for 
developing countries. The very structure of their economy 
makes them import hungry. No doubt, imports can be financed 
by other means too. But no country can depend on foreign 
loans or grants and foreign investment permanently for its 
growth. It needs hardly any argument to demonstrate that 
exports are economically better means for finer.cing imports. 
If imports are financed by foreign loans, the loans apart 
from being inadequate and guided by various motives, both 
political and economic, carry interest and principal has to 
be repaid. Similarly foreign participation in domestic 
economic activity involves remittances of profits and even-
tual repatriation of capital. All these means foreign 
exchange which can only be acquired through increased export 
earnings, payment for imports may also be made by contra-
cting further loans, but that only means putting off the 
day of reckoning and building up more massive liabilities 
for the future. Likewise, withdrawls from reserves is not 
an unlimited process, ultimately, it is therefore, exports 
and more exports that constitute a key factor in economic 
development. It is in this context that the role of exports 
should be considered. Foreign trade and the plan for its 
development should form an integral part of any country's 
overall development strategy. 
In India during the last four decades, the attitude 
of the policy makers towards exports has undergone signi-
ficant changes. When the First Five Year Plan was launched 
in the year 1951, India had a comfortable foreign exchange 
reserves due to the Korean War boom. Further since this plan 
gave a high priority to agriculture, the need for the coun-
try's export expansion was not realised. During the Second 
Five Year Plan, priority shifted to the development of basic 
and heavy industries. For exports, it was believed that no 
significant increase in export earnings was possible as 
Indian exports mainly consisted of primary products and raw 
materials v;hich *rere faced with unfavourable demand conditions 
in the World market. Exports of non-traditional goods were 
expected to increase only when India achieved industriali-
sation. Thus the export sector was not given any prominent 
role in the planned economic development of the country 
during the first two five year plans. 
But this neglect of the export sector caused consit 
derable harm to the country and by 1956-57, a foreign 
exchange crisis overtook the country. Consequently the 
Third Five Year Plan showed a;distinct change in the atti-
tude of the planners towards exports who went on acknowled-
ging the fact that "One of the main drawbacks in the past 
has been that the programme for exports has not been 
regarded as an integral part of the country's development 
effort xinder the Five Year Plans". Since then export sector 
has come to be regarded as an important sector of the economy. 
The shift in the role assigned to the export sector 
has been followed by changes in export policies with a view 
and promote export growth. Several policy initiatives have 
been undertaken especially since 1970 for a continuous 
development and expansion of exports. 
1.2 Objectives of the Study : 
Our main objective in this study is to evaluate the 
effectiveness of India's export policies for export promotion 
since 1970, Within the framework of this broad objective, 
the specific objectives set out for the study are as 
follows : 
i) To study the successive stages in the evolution of 
India's export policy, 
il) To evaluate the policy with a view to identify and 
locate the weak spots in the formulation of export 
policy of India, 
ili) To offer some suggestions which could be considered 
while formulating a policy for sustained growth of 
exports in the long run. 
5. Govt, of India, Planning Corrunission, Third Five Year 
Plan - 1961-62 to 1965-66. p. 137. 
1.3 Data base and Kethodology : 
The study is based mainly on secondary sources of 
data , which include publications of various authors as well 
as the publications of the Government, In addition a few 
publications of the IMF have also been used, other sources 
of data include publications of economic intelligence 
service, Bombay and other sundry publications. Ihe period 
of study selected is since 197 0, which marks the beginning 
of a new era in the fields of Indian exports, often we have 
gone back to time period prior to 1970 also for the sake 
of analysis. 
The methodology used is simple, analytical and does 
not go beyond calculation of percentages and arithematical 
averages. 
1.4 Plan of the Study : 
The present study is divided into five chapters 
including the present one. Chapter 2 examines the importance 
of exports in the Indian economy in the background of theo-
retical and historical relationship between exports and 
economic development. India's export experience since 
1970-71 is reviewed in chapter 3. An attempt-has been made 
in this chapter to analyse and evaluate India's export 
performance both at the macro and micro level. India's 
export performance is also reviewed in the context of the 
country's import performance as well as In re la t ion to 
world exports. India 's export policy during the period 
under the review is evaluated in chapter 4. Finally chapter 
5 presents the main conclusions of our study. 
* * * * 
CHAPTER - 2 7 
ROLE OF EXPORTS IN THE INDIAN ECONOMY 
2.1 Introduction 
The aim of this chapter is to examine the importance 
of exports in the Indian economy. As background to this 
main theme the theoretical and historical relationship bet-
ween exports and economic development is briefly reviewed 
in Section 2.2, Section 2,3 examines the role of exports 
in the Indian economy. The final section suirurarizes the 
main conclusions of this chapter. 
2.2 Exports and Economic Development z 
It is widely recognised that expDrts play a vital role 
in economic life of nations by diffusing economic developments 
into other supporting industries. The classical and neo-classi-
cal economists fully recognised this importance of inter-
national trade in the growth process of a country and 
considered it to be a key and 'propulsive* sector, 
Adam Smith while reacting against the restrictive 
trade policies and gold-fetish aspect of the mercantilists, 
stressed that, if trade is free, in the long run the coun-
tries will specialise in the export of those commodities in 
whose production they enjoy absolute advantage. By widening 
the extent of the market, the foreign trade allov.'s the 
greater division of labour, technological progress and 
higher productivity of factor inputs. He stated that "By 
means of it (foreign trade), the narrowness of home market 
o o 
does not hinder the division of labour on any particular 
branch of art or manufacture from being carried to the 
highest perfection. By opening a more extensive market for 
whatever part of the produce of their labour may exceed the 
home consumption, it encourages them to improve its produc-
tive powers and to augment its annual produce to the utmost 
and thereby Increase the real revenue and wealth of society"." 
David Recardo » went even further and argued that even 
if a country did not have absolute advantage in any line 
of production over the others, international trade would be 
beneficial to all the participating countries. Ricardian 
model which is termed as comparative advantage model suggests 
that a country should specialise in the production and export 
of those goods in which either its comparative advantage is 
greater or its conparative disadvantage is less and it should 
import those goods. In the production of which its compara-
tive advantage is less or comparative disadvantage is 
greater. Itoereby, a country would be able to maximise its 
production and its constimption. 
Trade increases the inducement to Invest and widens 
the market, it promotes capital formation and brings sectoral 
l.See Adam Smith, "Wealth of Nations", 1776, Cannan Edition, 
London, 1950, p. 413. 
2<, Bavid Recardo, Principles of Political Economy and Taxta-
tion, Everyman's Edition, 181"). 
and exteimal economies in the industrial activities of a 
country. It helps a coxintry to produce those goods which 
are competitive and exchange theni for foreign goods with 
high growth potential. Trade also 'Strengthens' the relations, 
both economic and political, with the other trading countries 
and provides an opportunity to enter into customs xinions 
which bring forth trade creating and trade diverting benefits. 
With the help o£ bilateral and multilateral arrangements, it 
multiplies the bargaining capacities of a country resulting 
in more capital formation and faster economic development. It 
intensifies the hidden talents of enterpreneurs and thus 
arguments the 'Comparative advantages' in a country. 
Haberler has well summarised the major advantages of 
trade as follows : 
i) it provides material means, viz., capital goods, 
machinery and raw semi-semi-finished materials, which 
are indispensable for economic development; 
ii) it is an important source of technological knowledge, 
managerial talents and entas rpreneurship; 
iii) it is supposed to be a transmitter of capital; and 
iv) it brings an atmosphere of healthy competition by 
checking monopolies and restrictive practices. 
3, H.C. Sainy, India's Foreign Trade ; its Nature and 
Problems, National, New Delhi, 1979, pp. 1-2. 
4, G, Haberler, "International Trade and Economic Development" 
5th Anniversary Comraomoration Lectures at the National Bank 
of Egypt, Cairo, 1959, pp. 11-14. Quoted in H.C. Sainy, 
Qp.cit., p. 1. 
10 
The historical evidence of a few advanced countries 
too clearly demonstrates as to how exports could play a 
crucial role in quickening the pace of the econcxnic develop-
ment. The classic example in this respect is that of Great 
Britain where expanding exports of wool and textiles played 
a leading role in providing stimulus to the growth of 
economy in the 19th century. Over the years 187 0-1913 
Britain exported roughly a fifth of its national income 
and a third of its industrial output. Since the First World 
War, however, the proportion of gross product exported dec-
lined from around 18,8 per cent in 1909-13 to 8,4 per cent 
in 1944-48, Subsequently it picked up to a level of 16 per 
cent during 1943-53 but dropped again to 13.8 per cent during 
1957-63. These movements in exports were found to have a 
parallel effect on the growth of Britain's industrial output 
and its national product. Another example can be found in 
the case of Japan where the contribution of exports in 
fostering economic development has been very considerable 
in its early stages of development, Japan exported as high 
as 22 per cent of her gross domestic product during 1914-17 
which was the crucial stage of Japan's development. Simi-
larly other cases of export-led growth could be found in 
the U.S.A. during the period 1815-60, when the American 
5. All the figures have been taken from National Council of 
Applied Econonic Research (NCAER), Export Strategy of 
India, New Delhi, June 1969, pp. 2-3. 
11 
economy expanded tremendously. The exigencies of War (1812) 
relaxed the marcantilistic regulation applied on European 
Powers, War created demand for shipping and re-export and 
a very favourable terms of trade. Export also played a 
significant role in the economic development of Canada during 
the period 1886-1913.^ 
'in most of these countries expert provided a conspi-
cuous momentum to the economy and helped it on its way to 
industrialisation. Trade enabled then to bring into use 
their great unexplcited natural resources and freed them fror. 
the limitations of their own domestic markets. Further it 
also provided the basis for an inflow of an increasing 
amount of foreign capital. The idle resources were drawn 
into econcwnic activity for export production; increasing 
labout force or capital stock were gainfully allocated and 
thus the benefits from specialisation and economies of scales 
were fully derived. These benefits were mainly derived by 
7/ 
the primairy producing countries, 
'Today, however, many economists do not agree with the 
view that trade can be an engine of growth for the present 
day less developed countries. They consider foreign trade 
not as an "engine of growth" but as a mechanism ".of global 
6, ?or details see B.N. Tripathy, Export and Economic Growth 
Kittal Publications, Chapter V, pp. 141-43, 
7. For details See Ragnar Nurkse, "Patterns of Trade and 
Development", Basil 3lac}a-.'ell, Oxford, 1962, p. 17, 
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income disparities between the rich and the poor countries. 
Their main complaints against trade are based on the follow-
ing grounds : 
'First, they argue that foreign trade was and still 
is an "engine of economic growth" to the less developed 
countries of the 18th and 19th centuries who are developed 
countries today, but this engine seems to have lost steam 
for the less developed countries of the 20th century. 
According to Nurkse"the 19th century conditions were different 
they happened to be such that the growth of the dominant 
economy. Great Britain did tend to transm.it itself to the 
periphery through an even more than proportional expansion 
in demand for crude materials and foodstuffs... This mechanism 
Q 
of growth transmission i s now in comparatively low gear. 
And the reasons which he advances to es tabl i sh his case 
are : the low e l a s t i c i t y of demand for foodstuffs, agr i -
cul tural protection in the indus t r ia l countr ies , the incre-
ased share of services in the consumer's budget, the shif t 
towards less material-intensive products and the reduction 
q 
of input requirement in individual industries. 
Secondly, it is maintained that the international 
terms of trade favour the rich countries and discriminate 
S, ."^ agnar Kurkse, Op.cit., p. 27, 
S, Ibid., p. 23, 
13 
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against the interests of the poor nations. Raul Frebisch 
and Kans Singer have developed their thesis suggesting 
that the developing countries specialising in the produc-
tion and export of primary products have suffered a long-run 
deterioration in their terms of trade. This implies that 
there has been an .inteimational transfer of income from 
the poor to the rich countries and that the gains from 
international trade have gone more to developed countries 
at the expense of the former.' 
'Thirdly, most of the developing countries believe 
that the pattern of comparative advantage and disadvantage 
that has emerged in the world today, is very frustrating to 
them. They have been forced by the developed countries to 
specialise along a narrow line of production and export 
primary agricultxxral goods and raw materials through the 
means of foreign aid, and structure of tariff protection. 
These goods suffer from several handicaps such as diminish-
ing returns in production, falling demand, low income and 
price elasticities, low modernization and skills. On the 
other hand, the developed countries themselves have come 
to specialize in the production and exports of industrial 
goods which enjoy several advantages like increasing returns 
to scale conditions in production, growing demand, high' 
10. R, Prebisch, "The Role of Commercial policies in 
underdeveloped countries". Op. Cit. 
11. H, Singer, The Distribution of Gains between investment 
and Borrowing countries", Op.Cit. 
14 
income and price elasticities, high content of modernisation. 
education and skill. Consequently a structural deformity 
and an uncomfortable foreign trade dependence has been 
created for the developing countries1 
'Thus these economists have put forward the view that 
international trade has been retarding economic development 
of developing countries. But it is difficult to agree with 
them despite the fact that the above argximents are true. 
Certainly the rich nations have reaped the major portion 
of gains from international trade; but the poor nations 
would have been poorer in the absence of international trade. 
Trade has enabled them to earn foreign exchange and finance 
imports of capital goods, raw materials and know-how needed 
for development programmes. Besides in the words of A.K. 
Caimcross "Trade is no mere exchange of goods least of all 
when it takes place between economies at different stages 
of develojment. As often as not, it is trade that gives 
birth to the urge to develop, the knowledge and experience 
that make development possible, and the means to accomplish 
12 ' 
llie very structure of these economies with imbalances 
between the patterns of dcxnestic production and internal 
demand makes them highly import hungry. Further most of 
12, A.K. Caimcross, "The contribution of International 
Trade to Economic Development", in Stephen Spiegelglas 
and Charles J. V»'elsh (Ed,), Economic Development ; cha-
llenge and promise, Prentice-Hall, New Jersey, 1970, p,265, 
' 0 
these countries have now embarked on programmes of rapid 
industrialisation in order to solve their twin problems of 
poverty and unemployment. Industrialisation in turn, involves 
application of a multitude of capital goods and other 
resources that developing countries do not possess. These 
resources have to be acqpjiired from the advanced countries 
of the World, and as such the inevitable need for foreign 
exchange. The quantum of foreign exchange required depends 
on the pattern of development. If the development plans 
emphasise development of heavy industries, the requirement 
of foreign exchange will be a large magnitude than in the 
case where it starts with small industries, rooted more in 
the factor-endowm.ent of the country concerned. Further this 
foreign exchange requirement does not decrease with the 
advancenent of industrialisation, but on the contrary, it 
goes up for sometime, as the higher stages require more and 
more sophisticated specialised machinery, and also there 
arise the need for maintenance imports and spares and 
parts of the existing plants and machinery. Foreign 
exchange could be acquired through foreign loans or grants, 
foreign investment in the country, withdrawls from the 
accumulated holdings of foreign exchange, current export 
earnings, or a cor.bination of these, of these, it needs 
hardly any argument to demonstrate that exports are 
13. i-'alipada Deb, "Sxport Strategy in India", S. Cand and 
Company, New Delhi, 1S78, pp. 1-2. 
I Q 
economically better means of financing imports. If imports 
are financed by foreign loans the loans apart from being 
inadequate and guided by various motives, both political 
and economic, carrying interest and the principal has r.o 
be rapid. Similarly foreign participation in domestic 
economic activity involves rem.ittance of profits and even-
tual repatriation of capital. All tliis means foreign 
exchange which can only be acquired through increased export 
earnings. No doubt, payment for imports nay also be made by 
contracting further loans, but that only means putting of 
the day of reckoning and building up more massive liabili-
ties for the future, likewise, vrithdrawls from reserves is 
not an unlimited process. Ultimately, it is therefore, 
exports and more exports that constitute a key factor in 
economic development. Thus in the context of the need to 
strive for economic development, development of export 
trade and expansion of export earnings ass\ime a strategic 
importance.' 
The relationship between exports and economic develop-
ment, however, is one of interdependence rather than uni-* 
lateral causation. Trade can stimulate growth, if exports 
are tending to increase faster than imports or be a brake 
on growth if imports are tending to increase faster than 
exports, except in case of higher proportion of capital 
goods imports, if exports are no be a key factor in 
promoting economic grov;th, there must be capital formation. 
technical change and reallocation of resources. The larger 
the gain from trade, given thesis processes, the faster 
and more certainly the growth will proceed. 
2,3 Exports in the Indian Economy : 
In India, which has a continental size economy, exports 
constitute a very small part of the GNP (Table 2.1). The 
proportion of exports to GNP has been around 4.84 per cent 
for the last 20 years. During the decades of the 50s and 
the 60s this proportion was around 5.62 per cent and 3.95 
14 per cent respectively. Besides, except for the years 
1972-73 and 1976-77 exports have lagged behind imports 
dviring the era of economic planning in India. In the global 
content India's share in world exports has been shrinking 
15 
more or less fiteadlly. Such characteristics of India's 
exports have often distinguished their importance in the 
planned development of the country. But, in fact, the 
importance of the export sector in the planned development 
of a country like India cannot be minimised. This sector 
influences other sectors both directly and indirectly. It 
is the most important source of meeting the challenges of 
mounting import bill, accximulated debt service payments 
and the bleak prospect for concessional aid. In short, an 
14. Calculated on the basis of the data available in 
Economic Survey, 1991-92, p. S-80, 
15. For detail see Table 3,5 in Chapter 3. 
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T a b l e 2 . 1 
I n x i i a ' s E x p o r t s a s a p e r c e n t a g e of GNF : 1 9 7 0 - 7 1 t o 1989-90 
YEAR I n d i a ' s 
e x p o r t 
( R s . c r o r e s ) 
G . N . P . 
( R s . 
c r o r e s ) 
E x p o r t s a s a 
p e r c e n t a g e of GK'P 
(%) 
1970-71 
1971-72 
1972-73 
1973-74 
1974-75 
1975-76 
1976-77 
1977-78 
1978-79 
1979-80 
1980-81 
1981-82 
1982-83 
1983-84 
1984-85 
1985-86 
1986-87 
1987-88 
1988-89 
1989-90 
1,535 
1,608 
1.971 
2,523 
3,239 
4.042 
5,142 
5,408 
5,726 
6,418 
6,711 
7,806 
8,803 
9,771 
11,744 
10,895 
12,452 
15,674 
20,232 
27,681 
42,879 
45,966 
50.703 
61,682 
72,944 
78,506 
84,661 
95,834 
104,034 
114,509 
136,358 
159,800 
177.498 
206,645 
229,963 
260,491 
290,169 
329,997 
392,373 
440,150 
3.58 
3.50 
3.89 
4.10 
4.56 
5.15 
6.07 
5.64 
5.50 
5,60 
4.92 
4.88 
4.96 
4.73 
5.11 
4.18 
4.29 
4.75 
5.16 
6.29 
Source : Centre for Monitoring Indian Economy. Basic s t a t i s -
t i c s Relating to the Indian Economy, Ail I n d i a , 
Vol. 1, August 19S1, Table 8,1-1 and 1 9 . 1 . 
I 9 
expanding export sector is essential both for promoting 
self-reliant growth and the efficient utilisation of 
resources. 
It has been rightly observed by the comrr-ittee on 
trade policies that "In India the significance o£ foreign 
trade is qualitative rather than quantitative and its role 
is a kin to that of a bicycle chain which is needed to make 
the wheels go aroxmd and keep the economy on the move". 
Trade has provided the much needed capital equipment and 
technical know-how in the form of imports to develop the 
industrial base of the economy and basic infra-structure. 
Quit often we have imported food grains also to meet 
domestic shortages caused by floods and failure of monsoons, 
In the absence of these imports, India's growth prospects 
would have suffered considerably. Similarly exports have 
not only provided means of financing imports but also 
helped in the overall expansion of the economy by making 
available the benefits of economies of scale and inter-
national specialisation. 
It is for these reasons that the Govenunent of India 
has accorded a high priority to exports. There are several 
policy instruments to that are deployed to achieve the 
exports target. 
15, Government of India, Kinistry of Commerce, "Report of 
the Committee on Trade Policies", (Chairman, Abid 
Hussain; Dece:rx>€r, 1984, p, 81, 
17. For details, see Chapter IV. 
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2»4 Concludino Remarks : 
To conclude, foreign trade is of strategic importance 
for econotr.ic development of developing countries and India 
is not an exception. It is imports through which a country 
is enabled to obtain machinery, plant and equipr-ient, raw 
material, technical know-how, which are indispensable for 
accelerating economic development. Exports provide the 
best and ultimate means of financing imports. Besides, 
exports contribute to the greater efficiency in resource 
use, better technology and better quality. It is therefore 
essential that a determined and purposive export policy 
be adopted to achieve the export objective. 
*** 
CHAPTER - 3 2 1 
INDIA'S EXPORT PERFORMANCE l 1970-71 t o 19 89-90 
3.1 Introduction s 
In the l ight of our observations in the preceding 
chapter, a review of India 's export performance is essen-
t i a l . The present chapter seeks to do th is for the period 
1970-71 to 19 89-90, More precisely an attempt i s made in 
this chapter to analyse and evaluate the performance of 
India ' s exports during the period from 1970-71 to 1989-90. 
Section 3.2 outlines the trends in India ' s exports since 
1970-71 a t the macro level while section 3.3 highlights 
the pattern of growth India ' s exports a t the micro level . 
Section 3.4 presents a destination wise analysis of exports. 
The final section summarizes the main conclusions of this 
chapter. 
3.2 Growth of Indian Exports ; 
Although this study has the year 1970-71 as the 
s t a r t ing point , a brief account of India ' s balance of trade 
s i tua t ion on the eve of inde^-endence and during the f i r s t 
two decades of planned economic development would be in 
order . 
During the second World War, the balance of trade 
was favourable to India, This was mainly due to the fact 
tha t Britain (then the main trading partner of India) 
imported items l ike leatherwear, clothing, foodstuffs and 
cenient on a massive scale from India to meet i t s v/ar 
requirements. As a r e su l t , India ' s exports received a 
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boost . As aga ins t t h i s import did not increase much because 
of the non -ava i l ab i l i t y of requ i red goods, t r anspor t pro-
blems e t c . Consequently, Ind ia obta ined a s izeable surplus 
on balance of t rade with u.K, and by 1946, she has accumu-
l a t e d Rs. 1733 crores worth of s t e r l i n g . This p i c tu re , 
however, changed in the following few yea r s . Pa r t i t i on 
of the country necess i t a t ed bulk import of j u t e and cotton 
to meet the domestic requirements as the areas producing 
these items went to Pakis tan . Imports a lso increased on 
account of re lease of pent up demand for imports suppressed 
during war» Thus import b i l l increased s u b s t a n t i a l l y while 
exports remained s t a t i o n a r y and on the eve of planning. The 
foreign t rade of India showed an excess of imports over 
expor t s . 
The s tagnat ion in I n d i a ' s expor ts continued during 
the f i r s t decade of planned economic development. This i s 
revealed by the data presented in Table 3 . 1 . 
During the period of the F i r s t Plan (1951-55) the 
average annual exports amounted to Rs« 605,4 crores while 
the corresponding value of imports t o t a l l e d Rs. 735,2 
c r o r e s . This gave a t rade d e f i c i t of Rs, 129,8 crores per 
annum on an average. Exports were able to finance 82,64 
per cent of imports . This d e f i c i t increased many fold in 
1. Ruddar Dutt and K.P.K. Sundharam, Indian Economy, 
3 . Chand and Company L t d . , New Delhi, 1992, p , 634, 
Table 3.1 
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I n d i a ' s F o r e i g n T r a d e ; 1 9 5 1 - 5 2 t o 1969-70 
Year 
1 
1951-52 
1952-53 
1953-54 
1954-55 
1955-56 
Annual 
Average 
1 9 5 1 - 5 6 
1956-57 
1 9 5 7 - 5 8 
1958-59 
1 9 5 9 - 6 0 
1960-61 
Annual 
Ave rage 
1956 -61 
( v a l u e 
Impo r t s 
2 
890 
702 
610 
700 
774 
7 3 5 . 2 
841 
1035 
906 
961 
1122 
973 
i n Rs» c f o r e s ) 
E x p o r t s 
( i n c . 
r e - e x p o r t s ) 
3 
FIRST PLAN 
716 
576 
531 
59 3 
609 
6 0 5 . 4 
SECOND PLAN 
605 
561 
581 
640 
642 
6 0 5 . 8 
B a l a n c e 
o f T rade 
4 
-174 
- 1 2 4 
- 79 
- 1 0 7 
- 1 6 5 
- 1 2 9 . 8 
- 2 3 6 
- 4 7 4 
- 3 2 5 
- 3 2 1 
. 4 8 0 
- 3 6 7 . 2 
E x p o r t s a s 
o f Impo r t s 
5 
80 .44 
8 2 . 3 3 
87 .04 
8 4 . 7 1 
7 8 . 6 8 
82 .64 
7 1 . 9 3 
5 4 . 2 0 
6 4 . 1 2 
6 6 . 5 9 
5 7 . 2 1 
6 2 . 8 1 
C o n t d . . . 
^ 4 
C o n t d . • . 
1 
1 9 6 1 - 6 2 
1 9 6 2 - 6 3 
1 9 6 3 - 6 4 
1 9 6 4 - 6 5 
1 9 6 5 - 6 6 
A n n u a l 
A v e r a g e 
1 9 6 1 - 6 6 
1 9 6 6 - 6 7 
1 9 6 7 - 6 8 
1 9 6 8 - 6 9 
A n n u a l 
A v e r a g e 
1 9 6 6 - 6 9 
1 9 6 9 - 7 0 
N o t e s s 
2 
1 0 9 0 
1 1 3 1 
1 2 2 3 
1 3 4 9 
1409 
1 2 4 0 . 
ANNUAL 
2 0 7 8 
2 0 0 8 
1 9 0 9 
1 9 9 8 . 
1 5 8 2 
4 
PLANS 
33 
3 
THIRD PLAN 
6 6 0 
6 8 5 
7 9 3 
8 1 6 
8 1 0 
7 5 2 . 8 
AND FIRST 
1 1 5 7 
1 1 9 9 
1 3 5 8 
1 2 3 8 . 0 0 
1 4 1 3 
4 
- 4 3 0 
- 4 4 6 
- 4 30 
- 5 3 3 
- 5 9 9 
- 4 8 7 . 
YEAR OF THE 
- 9 2 1 
- 8 0 9 
- 5 5 1 
- 7 6 0 . 
- 1 6 9 
,4 
5 
6 0 . 5 5 
6 0 . 5 6 
6 4 . 8 4 
6 0 . 4 8 
5 7 . 4 8 
6 0 . 7 8 
FOURTH PLAN 
33 
5 5 . 6 7 
5 9 . 7 1 
7 1 . 1 3 
6 2 . 1 7 
8 9 . 3 1 
1. Annual average re fe rs to the simple a r i thmat ic average. 
2 . Since 1966-67, the f igures are given in pos t -devalua t ion 
rupees . 
3. For t h e years 1956-57, 1957-58, 1958-59 and 1959-60 the 
da ta i s as per the Fourteenth Report of the Estimates 
Committee (19S1-72) on the Ministry of Foreign Trade. 
source s Government of Ind i a , Minis t ry of Finance, "Economic 
Survey", 1992-92, Pa r t I I , sec tora l Developments, 
P. S-80. 
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the second plan (1956-61) when the l eve l of imports 
averaged a t Rs. 973 crores per annum while exports s t ag -
nated a t Rs. 605.8 crores on an average. The balance of 
t r ade d e f i c i t amounted t o i^s, 367.2 crores per annum on 
average. Exports were able to finance 62,81 per cent of 
imports only. 
The main cause of heavy d e f i c i t in I n d i a ' s balance 
of t rade during the Second Flan was t he development s t r a t e g y 
adopted which gave high p r i o r i t y to i n d u s t r i a l i s a t i o n with 
a big t i l t in favour of heavy and bas ic i n d u s t r i e s . Such a 
development s t r a t egy n e c e s s i t a t e d heavy imports of cap i t a l 
equipments, machinery and t e c h n i c a l know-how as they were 
not ava i lab le within the count ry . The maintenance imports 
a l so increased s u b s t a n t i a l l y in t h i s per iod . Besides these , 
because of i n t e rna l shortages and r i s i n g p r i c e s , large 
s c a l e imports of foodgrains had a l s o to be resor ted too. As 
a r e s u l t , imports increased sha rp ly during t h i s per iod. As 
aga in s t t h i s a nximber of e x t e r n a l and i n t e r n a l factors 
operated j o i n t l y to s t agna te I n d i a ' s exports during the 
2 f i f t i e s . External fac tors included s tagnant world demand 
for many of I n d i a ' s primary e x p o r t s , increased competition 
2 . For de t a i l ed analysis of causes of s luggishness of 
I n d i a ' s export during the decade of f i f t i e s see S.J, 
F a t e l , "Exports Prospects and Economic Growth-India", 
Economic Journa l , Sept. 1959, pp. 490-506, B. Cohen, The 
Stagnation of Indian Exports 1951-65", Quarterly Journal 
of Economics, ::ov. 1964, pp . 604-20 and Manmohan Singh, 
I n d i a ' s Export Trends and Prospects for se l f -conta ined 
Growth, Oxford Clarendon P r e s s , 1964. 
^ 0 
from o ther producers and t a r i f f s and other r e s t r i c t i o n s 
imposed by i n d u s t r i a l c o u n t r i e s . Among i n t e r n a l f a c t o r s , 
the most important ones were higher production c o s t s , 
poor q u a l i t y , r i s i n g domestic demand and f a i l u r e on the 
p a r t of the governinent of the country to vigorously 
promote i t s expor t s . The government did not pay adequate 
a t t e n t i o n to export perhaps becase of a comfortable foreign 
exchange pos i t ion a t t h a t per iod and the growing convict ion 
t h a t the i n t e r n a t i o n a l martets o f fe r l imi ted oppor tun i t i e s 
for I nd i a ' s t r a d i t i o n a l e x p o r t s . As regards the n o n - t r a d i -
t i o n a l expor t s , i t was thought t h a t only a f t e r i n d u s t r i a l i -
s a t i on has got underway, increased production a t home 
would be r e f l e c t ed in l a rge r export ea rn ings . 
During the s i x t i e s the a t t i t u d e towards exports 
cnanged considerably and the need for l a rge exports assumed 
new' dimensions with the formulation of the Third Five year 
p l a n . The plan document admitted ca t ego r i ca l l y t h a t "one of 
the main drawbacks in the pa s t has been t h a t the programme 
for exports has not been regarded as an i n t e g r a l p a r t of the 
coun t ry ' s development e f fo r t under Five Year P lan . " 
3 . Government of I nd i a , Planning Commission, Second Five 
Year Plan, 1956-57 to 1960-61, New Delhi, 1956, pp. 95-99, 
4 . Government of I n d i a , Planning Commission, Third Five 
Year Plan, 1961-62 to 1965-66, New Delhi, P. 137. 
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Accordingly, more a t t e n t i o n was paid to the development 
of exports during the Third Five i'ear Plan and t h i s 
continued in the period t h e r e a f t e r . 
Consequently during the period of the Third Plan 
(1961-65) I n d i a ' s exports r e g i s t e r e d some buoyancy. The 
average annual value of exports a.T.ounted to "Rs* 752,8 
c r o r e s . While the corresponding value of imports amounted 
Rs. 1240.4 crores leaving balarc e of t rade d e f i c i t amount-
ing to RS. 4 87.6 crores per annum on an average. Exports 
were able t o meet 62.78 per cent of imports . During the 
per iod of t h r e e annual plans (1966-69) the average annual 
exports increased to Rs. 1238 crores while the corresponding 
value of imports mounted to Rs. 199 8,33 c r o r e s . The balance 
of t rade d e f i c i t amounted t o Rs. 760.33 crores per annum 
on an average. Exports were able t o meet 62.17 per cent 
of imports . In the f i r s t year of the Fourth Plan (1969-70), 
exports amounted to Rs. 1413 crores while the corresponding 
value of imports t o t a l l e d Rs. 15 52 c r o r e s . This gave the 
balance of t r ade d e f i c i t amounting to Rs, 169 c r o r e s . 
Exports were ab le t o meet 89,31 per cent of irapoirts. 
Thus the above analys is shows t h a t the f i r s t decade 
of planned economic development in India witnessed a 
s t agna t ion in export earn ings . This s i t ua t i on changed in 
the second decade. I n d i a ' s export performance cons t i t u t ed 
8 
a d i s t i n c t improvement during t h i s per iod as compared to 
f i r s t decade. "Over these two decades, however, there was 
a phenomenal expansion in world t r a d e , which meant t h a t 
I n d i a ' s share in world exports dec l ined continuously throu-
ghout the period from about 2 pe r cent in 1950 to 1 per 
cent in 1960 and 0,65 per cent in 1970". 
I n d i a ' s export performance fur ther improved in the 
years s ince 1970 compared to the e a r l i e r decades. This 
i s evident from the data presen ted in Table 3.2. I t can 
be seen frorr. t ab l e 3.2 t h a t dur ing the twenty years period, 
I n d i a ' s exports increased from R S . 1535 crores to Rs. 27681 
crores or by a l i t t l e more than 1703 per cen t . This gave 
an average r a t e of growth of about 17 per cent per annum. 
During the same period imports inc reased r a t h e r f a s t e r 
from RS. 1634 crores to Rs. 35416 crores o r by a l i t t l e 
over 2067 per cen t . The average r a t e of growth came to 
be 18.61 per -cent per annum. As a r e s u l t of these trends in 
exports and imports , Indians t r ade d e f i c i t e sca l a t ed from 
RS, 99 crores in 1970-71 to Rs. 77 35 crores in 19 89-90 
o r by a l i t t l e more than 7713 per c e n t . Exports were able 
to finance 75.74 per cent of imports during t h i s per iod. 
5. Deepak Nayyar, " Ind ia ' s Export Perfonriance, 1970-65, 
Underlying Factors and C o n s t r a i n t s " , Economic and 
P o l i t i c a l Weekly, Vol. XivII, Nos. 19, 20 end 21, Annual 
wumoer, Kay 1957, p . 74, 
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Table 3.2 a lso shows t h a t decadewise I n d i a ' s 
exports recorded unprecedented growth during the 1970s, 
but deccelera ted somewhat in the 1980s, During the decade 
1970s average annual exports amounted to Rs. 3769.6 
crores while the corresponding value of imports was 
RS, 4511.3 c r o r e s . The average annual r a t e of growth in 
exports a t 17.67 per cent was l e s s than the corresponding 
r a t e of growth in imports a t 22.67 per cen t . The d e f i c i t 
in balance of t r ade amounted to Rs. 741.7 crores per 
annum on an average . Exports were able to meet 86.9 2 per 
cent of imports per annum on an average. Thereafter in the 
decade 1980s the l eve l of exports averaged Rs. 13176.9 
crores per annum while imports for exceeded exports and 
averaged ,Rs. 19906 c r o r e s . The average annual r a t e of growth 
in exports a t 16,38 per cent s l i g h t l y exceeded the c o r r e s -
ponding r a t e of growth in imports a t 14.96 per cen t . The 
d e f i c i t in balance of t r ade valued a t Rs. 6729.5 crores 
per annum. Exports were able to meet only 64,03 per cent 
of imports . 
The t r a d e d e f i c i t , however, did not come about in 
a continuous manner. I t amounted to Rs. 99 crores in 19 70-71 
and ?cs, 217 crores in 1971-72, There was a favourable balance 
of crade of Rs. 104 crores in 1972-73 for the f i r s t time 
w* 
a f t e r independence. Po l i c i es of import r e s t r i c t i o n and 
reduction in foodgrain imports coupled with var ious 
innovative and promotional schemes of export promotion 
were mainly responsible for t h i s heal thy development on 
t r ade f ron t . But t h i s comfortable pos i t ion did not l a s t 
for long. In October 1973 and once again in January 1974, 
the petroleum exporting coun t r i e s announced dramatic 
increases in the p r i ce of crude o i l . The consequences 
were a sharp increase in I n d i a ' s import b i l l and the 
reappearance of t rade d e f i c i t of Rs. 4 32 crores in 1973-74. 
Thereaf ter the trade d e f i c i t increased to Rs, 1190 crores 
in 1974-75 and fur ther to Rs, 1229 crores in 1975-76. The 
year 1976-77, however, recorded a favourable t rade balance 
of Rs. 68 crores for the second time a f t e r independence. 
This became poss ible on account of 27,4 per cent increase 
in the value of exports and a dec l ine of 3.62 per cent in 
the value of imports over the year 1975-76. But t h i s 
s i t u a t i o n changed again in the following years and the 
d e f i c i t increased c o n s i s t e n t l y reaching the a l l time record 
f i g u r e of Rs. 5838 crores in 1980-81. Among o the r things 
t he near traabling of i n t e r n a t i o n a l p r i ce of o i l was l a rge ly 
6. Government of Ind ia , Planning Commission, Fourth Five 
£ear_Plan, Op. C i t . pp . 98-99. 
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responsible f o r the mounting t r ade d e f i c i t , 
Acccrdirigly more a t t e n t i o n was paid to the develop-
ment of expor ts , and c u r t a i l of imports during 19 80s, sa t 
even then exports did not succeed in financing im^-orts 
fu l ly . The d e f i c i t in balance of t r ade was heavy and f luc-
tuated a l l the t ime . The t r a d e d e f i c i t amounted to Rs.5490 
crores in 1982-83; Rs. 6060 c rores in 1983-84; Rs. 5390 
crores in 1984-85; Rs. 8763 crores in 1985-36; RS. 7644 
crores in 1986-87; Rs. 6570 crores in 1987-88; Rs, 8003 
crores in 19 88-89 and Rs. 77 35 crores in 19 89-90. 
The data on the t rend in the volume index and the 
average un i t value index of expor ts s ince 1970-71 are 
presented in the Table 3.3 A perusa l of t h i s t ab le reveals 
t h a t the growth in I n d i a ' s expor ts during the per iod under 
review came la rge ly on account of p r i ce gain r a the r than 
quantum jump. The quantum index of exports (with 1978-79 
= 100) increased from 59.0 in 1970-71 to 152.1 in 19 88-89; 
i . e . , by 157,79 per c e n t . During the same period the un i t 
index of exports inc reased from 45.0 to 232.2, i . e . , by 
416 per cen t . 
During the per iod under review the world economy 
moved away from a system of f ixed exchange ra tes to a 
34 
Table 3.3 
Trends in India 
Unit value 
(Base : 
Years 
1370-71 
1971-72 
1972-73 
1973T74 
1974-75 
1975-76 
1976-77 
1977-78 
197S-79 
1979-80 
1980-81 
1981-82 
1982-83 
19S3-S4 
1984-85 
1985-86 
1986-87 
1987-88 
1988-89 
I's exports : 
Index : 197 0-
Quantum Index and 
71 to 
1978-79 = 1000) 
Ouantun; Index 
Exports 
59^ P 
59.2 
66.5 
69.5 
73.3 
81.7 
96.8 
93.2 
100.0 
106.2 
108.1 
110.1 
116.7 
113.0 
120.8 
111.3 
121.3 
140.0 
152.1 
Source : "Economic Survey", 
-
1991-
1988-89 
Unit value Index 
Exports 
45.0 
46.3 
51.2 
62.2 
78.0 
83.9 
89.4 
100.3 
100.0 
105.4 
108.5 
124.1 
132.0 
151.0 
169.8 
170.8 
179.4 
195.4 
232.2 
92, p. S-92. 
i5 
regime of f l oa t ing exchange r a t e s . Therefore, data on the 
value of exports in terms of cur ren t p r i c e s , a t current 
exchange r a t e s , are somewhat decept ive . In an attempt to 
resolve t h i s problem. Table 3.4 out l i n e s the t rends in 
exports s ince 1970 in terms of U.S. do l l a r s and the SDRs. 
The evidence prescr ibed in Table 3.4 confirms the t rends 
in I n d i a ' s exports ou t l ined above. I t shows t h a t during 
19 70-71 to 19 89-90, tne average annual r a t e of growth in 
export earnings was 12.12 percent in terms of d o l l a r values 
and 10,7 per cent in terms of SDRs v a l u e s . The average 
annual r a t e of growth in exports during 1980s was cons i -
derably lower than what i t was during the 1970s. 
SO fa r we have attempted to h igh l i gh t the p r inc ipa l 
features of I n d i a ' s export performance s ince 1970 mainly 
in the context of the count ry ' s impor ts . Let us now turn 
t o compare I n d i a ' s export performance with t h a t of world 
exports and exports from some ind iv idua l coun t r i es during 
the per iod under review. Table 3.5 compares I n d i a ' s 
export performance with t h a t of world. Prima f a c i e , i t 
appears t h a t I n d i a ' s export growth did not keep pace with 
the increase in world expor t s . The dollar value of world 
exports increased from $ 290600 mi l l ion in 1970-71 to 
$ 3095000 mi l l i on in 1989-90, i . e . , by 965.03 per cen t . 
During the same period the do l l a r value of Indian exports 
increased from $ 2026 mil l ion to $ 16625 mi l l i on i . e . by 
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only 720.58 per cen t . In terms of growth r a t e , vh i l e tne 
value of world exports grew a t an average r a t e of a l i t t l e 
over 14 per cent per annum, the value of I n d i a ' s exports 
increased a t the r a t e of a l i t t l e l e s s than 13 per cent 
per annum consequently, I n d i a ' s share i s world exports 
decl ined from 0.69 per cen t , in 1970-71 to 0.54 per cent 
in 1939-90. But a l i t t l e probe in to the data reveals tha t 
the decl ine in I n d i a ' s share of world exports was not 
continuous. Often, India managed to maintain or even 
marginally recover her share in world expor t s . 
Table 3.6 compares I n d i a ' s export performance 
s ince 1970 with t h a t of Argent ina , Braz i l , China, Hong 
Kong, Malaysia, Mexico and South Korea. The figures in 
the tab le demonstrates t h a t I n d i a ' s export performance 
d id not farewell in comparison t o many developing countr ies 
notably South Korea, Braz i l , China, Mexico e t c , 
3,3 Changes in Commodity composition of Indian Exports 
The above analys is p r e s e n t s an aggregat ive view 
of the export from 1970-71 to 19 89-90, 3ut I n d i a ' s exports 
cons i s t s of a wide v a r i e t y of p roduc t s , and export perfor-
mance var ied s u b s t a n t i a l l y from commodity to coTonodity. 
Tnerefore, i t i s e s s e n t i a l to s tudy the composition of 
expor t in d e t a i l . 
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The trend in exports of principal commodities in 
terms of current rupee value for selected years is shown in 
table 3.7, This table reveals that exports of Engineering 
goods, chemicals and allied products, cotton yarn/fabric/ 
madeups, leather and manufactures, Readymade garments and 
Gems and Jewellery increased rapidly throughout the period. 
The exports of petroleum and products which reached to 
peak in 1984-85, declined andestabiished at a lower level, 
thereafter. Export earnings from marine products and oil 
meal also grew continuously. Exports of cashew kernels 
and coffee w.iich increased contvxnuously till 1986-87, 
declined in 1987-86 and again increased thereafter. Export 
earnings from Iron ore and rice was also in increasing an 
order. It is not possible to discern any definite trend 
in the exports of raw cotton, spices, sugar, tobacco un-
manufactures and tabacco manufactures and jute manufactures 
owing to the wide fluctuations in value. 
A preliminary idea of the changes in commodity 
composition of exports can be obtained by examining the 
changing share of individual commodities in total exports. 
Table 3,8 traces the percentage contribution of India's 
principal exports to total export earnings. A perusal of 
this table reveals that the commodity pattern of growth 
in India's exports in the period 1970-71 to 19S9-90 was 
more in favour of non-traditional items than that traditional 
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ones. However, the export experiences of some of the 
important products/product group may be summarized as 
follows : 
1) Jute manufactures - In 1970-71, jute manufactures was 
the largest single item of India ' s exports with i t s value 
as Rs. 189 crores. In percentage terms, i t accounted for 
12.31 per cent of the country's to ta l exports in the year. 
But thereafter i t s exports s tar ted shrinking a t leas t in 
re la t ive terms reaching a meagre figure of 1.07 per cent in 
1989-90. This depressing performance of export of jute manu-
factures was in general due to acute competition from sub-
s t i t u t e s , cheaper supplies and be t te r credi t f a c i l i t i e s from 
competing countries l ike Bangladesh and escalat ion in domestic 
cost of production. 
2) Tea - Exports of tea , in 1970T71 also recorded a declining 
trend in re la t ive terms. I t s share in to t a l exports declined 
from S.64 per cent in 1970-71 to 5,73 per cent in 1979-80 
and further to 3,26 per cent in 1989-90. 
3) Cotton yam/fabric/madeup - l ike export performance of 
jute manufactures, and tea export performance ofccotton 
yam/fabric/madeup was also not sa t is factory during the 
period 1970-71 to 1979-80. The increase in money value of 
exports over th i s period of 20 years was characterised by 
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stagnatioa from time to time. While the relative contri-
bution to total export earnings declined from 8,66 per cent 
in 1970-71 to 5.34 per cent in 1989-90. This was mainly due 
to protectionist policies of the developed countries and 
lack of price competitiveness in India. 
(4) ReadyiTiade garments - Export of readymade garment 
increased strikingly and relatively in a more smooth and 
even manner. The increase being 10646.66 per cent from 
Rs. 30 crores in 1970-71 to Rs. 3224 crores in 1989-90. 
Equally spectacular was rise in the share of this item in 
India's total exports frcMn a mere 1.51 per cent in 1970-71 
to 11.64 per cent in 1989-90. This tremendous rise in exports 
of readymade garments was largely due to the favourable 
demands of the developed countries. 
(5) Gems and Jewellery - like export performance of ready-
made garments, the export performance of Gems and jewellery 
also increased in the same manner. The increase being 
12216.27 per cent from Rs. 43 Crores in 1970-71 to Rs. 5296 
crores in 1989-90, And rise inthe share of this item in 
India's total exports - from a mere 2.80; per cent in 1970-71 
to 19.13 per cent in 1989-90, This tremendous rise in 
exports of Gems and jewellery was also due to largely favou-
rable demand of the developed countries. 
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(6) Engineering goods - From Rs, 184 crores in 1970-71, 
exports of engineering goods increased to Rs. 737 crores 
in 1979-80 to Rs, 2350 crores in 1989-90, In percentage 
terras, it amounted for 11.98 per cent of the country's total 
exports in 1970-71, But thereafter its exports started 
shrinking at least in relative tenr.s, reaching a figure of 
8.48 per cent in 1989-90. 
(7) Chemicals and chemical Products - Export of this 
item also increased substantially from Rs, 36 crores in 
1970-71 to Rs. 209 crores in 1979-80 and further to Rs.2158 
crores in 1989-90. The relative contribution of chemicals 
and chemical products of total export earnings rose from 
2.34 per cent in 1970-71 to 7.79 per cent in 1989-90, 
Thus, analysed, we notice widely differing trend in 
the behaviour of India's major exports between 1970-71 
and 1979-80, These trends however, lead to one conclusion : 
lessening of dependence on traditional items, 
3.4 Changes in the direction of Indian Exports 
The growth experience may also be influenced by the 
geographical distribution of exports. Although India has 
trade relations with almost all the countries of the world, 
the table 3.9 presents the trends in India's direction of 
experts ro its major trading partners. 
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It can be seen from table 3.8 that the rupee value 
of Indian exports to almost all the countries increased 
throughout the period but exports to U.S.A., U.S.S.R,, 
Japan and West Germany increased very rapidly, India's 
exports to U.S.A. increased from Rs. 210 crores in 1970-71 
to Rs. 4463 crores in 1989-90 or by 2025.23 per cent. Over 
the saiTie period, export to U.S.S.R. increased from Rs, 207 
crores to Rs, 4476 crores, or by 2062,31 per cent; To Japan 
from RS. 203 crores to Rs. 2727 crores, or by 1243.34 
per cent and to West Germany from Rs. 32 crores to Rs. 
1778 crores or by 5456.25 per cent. However, over the same 
period India's exports to U.K. increased from Rs. 170 
crores to Rs, 1601 crores or by 841.76 per cent only. Exports 
to Belgium, Hong Kong, Italy, U.A.E., France, Singapore, 
The Netherlands,Bangladesh, Saudi Arabia and Switzerland, 
also increased substantially from 1970-71 to 1989-90. 
A preliminary idea of the changes in the direction 
of Indian exports can be obtained by examining the changing 
share of individual countries in total exports. Table 3,10 
brings out the changes in relative shares of the different 
export markets, A perusal of this table revelas that the 
direction pattern of growth in India's export in the period 
1970-71 to 1989-90 was more in favour of some advanced 
countries. However, the export experiences with some of 
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the important count r ies may be summarized as fol lows; 
In 1970-71 U.S.A. ' s share in I n d i a ' s exports was 
the highest a t 13.68 per cent of t o t a l expor t s , iV.is 
share increased to 16.12 per cent in 1989-90. u . S . S . R . ' s 
share in I n d i a ' s exports was the second h ighes t in 
1970-71 con t r ibu t ing 13.48 per cen t . This increased to 
16.16 per cent in 1989-90 s l i g h t l y more than U.S .A. ' s share 
in I n d i a ' s expor t s . The share of Japan and U.K. in 
I n d i a ' s exports was 13.22 per cent and 11.07 per cent 
in 1970-71, f e l l by 9.85 per cent and 5.78 per cent in 
1989-90 r e s p e c t i v e l y . West Germany and Belgium's share 
in I n d i a ' s exports a l s o increased s t r i k i n g l y from 2.08 
per cent and 1,30 per cent in 1970-71, to 6.42 per cent 
and 4.36 per cent i n 1989-90, r e spec t ive ly . Over the same 
period of t ime. Hong Kong and I t a l y ' s share in I n d i a ' s 
exports increased from 1.10 per cent and 0,91 per cent 
to 3.22 per cent and 2.75 per cent r e s p e c t i v e l y . 
Table 3.10 a l so shows t h a t the r e l a t i v e share of 
A u s t r a l i a , Canada, Malaysia, S r i Lanka, Egypt, Poland, 
Czechoslovakia, I r a n , N ige r i a , and Romania, i n I n d i a ' s 
t o t a l exports f e l l by 1.56 per cen t , 1.82 per cen t , 0.78 
per cent , 2.08 per c e n t , 3.64 per cen t , 1.43 per c e n t , 
1.88 per cen t , 1.75 per c e n t , 0,58 per cent and 0.91 per 
c e n t , in 1970-71 to 1.21 per c e n t , 0,95 per c e n t , 0.63 
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per cen t , 0.36 per cen t , 0.50 per c e n t , 0.45 per cent , 
0.88 per cen t , 0.47 per c e n t , 0,29 per cent and 0.44 per 
cen t , in 1989-90 r e s p e c t i v e l y . While the r e l a t i v e shares 
of a l l the r e s t c o u n t r i e s , which i s shown in t ab l e , r e g i s -
tered a s l i g h t increase in I n d i a ' s t o t a l exports during 
the same period of time 1970-71 to 1989-90. 
3.5 Concluding Remarks : 
Summarising, we can say t h a t I n d i a ' s export perfor-
mance since 1970 has recorded dynamism compared to the 
prece<iing decades which witnessed s tagnat ion in export 
earn ings . Itiis break from the pas t i s encouraging and needs 
to be fur ther s t rengthened. Exports a re to be encouraged 
in order to balance with imports and compete g lobal ly . 
* * * * 
: 8 
CHAPTER . 4 
INDIA'S EXPORT POLICYj AN EVALUATION 
4 . 1 I n t r o d u c t i o n 
In the l a s t c h a p t e r we made an a t t e m p t t o o u t l i n e 
some of t h e main f e a t u r e s of I n d i a ' s e x p o r t performance dur ing 
t h e p e r i o d 1970-71 to 1989-90. S ince t h e f o r e i g n t r a d e s e c t o r 
of a coun t ry i s s u b j e c t t o bo th i n t e r n a l and e x t e r n a l f o r c e s , 
i t can be assumed t h a t t h e growth performance of I n d i a ' s 
e x p o r t s between 197C and 1990 was t h e r e s u l t of t h e combina-
t i o n of e x t e r n a l and i n t e r n a l f a c t o r s . Among e x t e r n a l f a c t o r s , 
e x p o r t s were i n f l uenced by t h e t r e n d s in wor ld t r a d e , p r i c e s 
of i n t e r n a t i o n a l l y t r a d e d commodit ies and t h e developments in 
o i l e x p o r t i n g c o u n t r i e s . World e x p o r t s expanded remarkably 
d u r i n g t h e 7 0 s , There was a l s o a boom in p r i c e of many 
Pr imary commodities dur ing t h i s p e r i o d . The o i l p r i c e 
i n c r e a s e s c r e a t e d new markets in t h e o i l e x p o r t i n g c o u n t r i e s . 
A l l t h e s e f a c t o r s he lped f avourab ly I n d i a ' s e x p o r t s dur ing 
t h e 7 0 s . 3ut as t h e s e f a c t o r s l o s t t h e i r momentum in t h e BOs. 
I n d i a ' s expor t s a l s o d e c e l e r a t e d . On t h e domes t i c f r o n t the 
t o 
Govt , of I n d i a a l s o t ook v a r i o u s s t e p s / a c h i e v e expans ion In 
e x p o r t s . The p r e s e n t c h a p t e r s eeks t o a n a l y s e t h e s u c c e s s i v e 
s t a g e s i n the e v o l u t i o n of I n d i a ' s e x p o r t s p o l i c y s i n c e 1970 
w i t h a view t o examine i t s e f f e c t i v e n e s s on e x p o r t s . Sec t ion 
1 . For d e t a i l s s e e Deepak Nayyar , " I n d i a ' s Export Performance, 
1970-85 u n d e r l y i n g F a c t o r s and c o n s t r a i n t s " . Economic and 
P o l i t i c a l Weekly, o p . c i t . p p . 7 7 - 7 8 . 
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4.2 traces the evolution of export policy in India since 
1970. Tnis is follov;ed by a critical evalution of export 
policy in Section 4.3. Finally, section 4.4 Summarizes the 
main conclusions of this chapter, 
4.2 India's Export Policy since 1970 j 
As is well known, it was on July 30, 1970, that for 
the first time the government of India laid before parlia, 
ment a comprehensive Export Policy Resolution firmly commi-
ting itself to meet the needs of the export sector on a 
priority basis and gear up its industrial policy to generate 
expanding surpluses for overseas sales. The Export Policy 
Resolution aimed at attaining the target of 7 per cent 
increase in exports every year in the Fourth Plan and 
2 
resolved that » 
(1) The role of the Public sector in the development 
and expansion of foreign trade will be expanded 
progressively and substantially, 
(2) New Public Sector agencies whexever and whenever 
necessary, be created 
(3) A new organisation will be set up in the Public 
2. Tne Economic Times, New Delhi, July 31, 1970, p.l. 
0 
Sector to Provide package assistance to individual 
enterprises to build up their export potential. 
(4) To assist export-oriented units the procedures rela-
ting to foreign investment, licensing of creation 
or expansion of industrial capacity, licensing 
of import of capital goods and raw materials or 
other inputs, will be suitaoly adopted 
(5) Hecsures will be undotaken for scientific exploita-
tion of the sea food potential, 
(6) The export potential of the forest produce will be 
exploited more fully. 
(7) In the textile sector, selective modernisation of 
exporting or export oriented units will be under 
taken, 
(8) Every effort will be made to organise production 
and marketing of laoour intensive goods, 
(9) While providing assistance to build up efficient 
production, the Government will elideavoure to 
compensate exports for the temporary handicaps that 
stem from transitional difficulties inherent in a 
developing economy. 
G 1 
(10) Tne Government w i l l expand and in t ens i fy the policy 
of compulsory qua l i t y con t ro l and pre-shipment 
inspec t ion . 
(11) Part of house production w i l l be made ava i l ab le 
for export tnrough temporary r e s t r a i n t s on home 
consumption. 
(12) E i ror t s w i l l be i n t e n s i f i e d to s t d r t new shipping 
services and to s t rengthen e x i s t i n g ones to sec j re 
f a i r f r e igh t t reatment for our export cargo. 
(13) Early implementation of the UNCTAD I I resolut ion 
on GSP wi l l be pursued as a mat ter of high 
p r i o r i t y . 
(14) The promotion of economic co-operat ion in Asia and 
s t rengthening of economic l inks with developing 
countr ies in Africa and Lat in America w i l l be 
ac t ive ly pursued. 
The reso lu t ion char ted ou t measures for the 
important sec tors to enable India to become s e l f - r e l i a n t 
and reduce i t s dependence on ex te rna l a s s i s t a n c e . The 
measures for some important s ec to r s were as follows $ 
Farn; sector - In the a g r i c u l t u r e sec to r the production 
of cash crops witn a promising export p o t e n t i a l such as 
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cashew Kernels, oi lseed, raw cotton, raw ju t e , spices, 
tobacco, e t c . , wil l be developed further tnrougn increased 
provision of requis i te inputs^ This is essential to promote 
not only the i r d i rect exports but also to increase the i r 
ava i l ab i l i ty . I t i s also to improve their quality to increase 
the income from the overseas sales of processed and finished 
goods based on them. In Hort icul ture, production of f ru i t s , 
vegetables and flowers both unnatural and processed forms 
will be developed sc ien t i f i ca l ly and on a commercial sca le . 
This will help in organising production, processing 
and transportation f a c i l i t i e s . In view of the increase in 
the export of seafoods and their large scale ava i lab i l i ty 
in the Indian Ocean, there is an urgent need for sc ien t i f i c 
exploitation of th i s sec tor . Measures for the expansion 
of the country's deep-sea fishing f lee t and organisation 
of adequate f a c i l i t i e s for processing the sea-food will 
be undertaken. 
Forest resources - The resolution emphasised that India 's 
forest resources has not yet been fully used for the 
purpose of exports . Apart from shal lac, gums and other 
res ins , there is scope for increasing the export of timber 
and processed plywood. The export oriented forest produce 
will be exploited, similar steps will also be taken in 
regard to l ivestock, hides and skins and the processing 
industries cSsed on them. In the mineral sector, iron-ore 
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i s aarang India's pr inciple foreign exchange earners. 
Further investanent in the development of mines and 
processing the raw-ore wil l oe undertaken. Geological 
exploration and development of otner ores, such as manga-
nese-ore chrome-ore and bauxite and other minerals such 
as mica, cadmium will oe encouraged for d i rec t export and 
for use in the production of finished products. The expan-
sion of the mineral sector will no t only help to increase 
export earnings but also develop the backward regions in 
the country. 
Textile Indus try - In t ex t i l e industry, se lect ive moderni-
sation of exporting or export - oriented uni ts will be 
undertaken. The export of farm, finisned fabrics and the 
readyinade garments will be stepped up. In ju t e goods, 
carpet-backing cloth and decorative fabrics. wil l receive 
special a t ten t ion . Expenditure on research and development 
wi l l be increased to meet the high demand of overseas 
countr ies . 
Competitive ab i l i ty - To increase the competitive ab i l i ty 
of Indian industry, the government wil l provide necessary 
assistance to bu i l t up eff ic ient production un i t s . The 
government wi l l strengthen, expand and intensify i t s policy 
of compulsory quality control and pre-shipnient inspection. 
The provisions of quality control and pre-shipment Inspection 
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Act will be regorously enforced. In regerd tc export 
marketing and product development, the resolution said 
that Government's eiforts will be intensified to improve 
marketing research, buildup marketing skills and train 
export managers. 
Public Sector - The role of public sector in the develop-
ment of foreign trade will be expanded. Its ability to 
penetrate new markets and to provide merchandising services 
to Indian Producers will be strengthened, special attention 
will be given to establish relationship with procurement 
authorities and trading firms and organisations in abroad. 
The efforts will be initiated by the state Trading Cor-
poration and the Minerals and ^ ietals Trading Corporation. 
A new organisation will be created in the i^ ublic Sector to 
provide package assistance to individual enterprises to 
build up their export potential. Manufacturing enterprises 
in the Public sector will be assisted to organise their 
foreign marketing divisions. On export finance, packing 
and post-shipment credits were already provided on conce-
ssional terms by commercial banks with the support of 
Reserve Bank of ^dia. Every effort will be rr;ade to 
strengthen and expand these credit arrangements and put 
them on an internationally comparable basis. The structure 
of financial institution for the purpose will be strengthened. 
; 5 
stable Policy - To encourage export orientation of 
production, the investor wil l be assured that export 
pol icies shal l be stable and production for exports would 
be advantageous to the producers. The government will 
intensify i t s efforts to expand the export infras t ructure , 
such as shipping and expand the marine f l ee t . The develop-
ment of tourism will be given a higher p r i o r i t y . There 
wil l oe a t t r ac t ive poss ib i l i t i e s for the export of consul-
tancy services in the fields of i r r iga t ion , power, agricul-
ture , railways and road transport to many countries . 
Simultaneously efforts will be made to promote measures 
to develop new uses of primary products and to secure 
s t a b i l i t y of prices for them. 
Go-operation - For intensifying mutually advantageous 
economic co-operation amongst the developing countries, the 
government propose to play an active ro l e . Efforts will be 
made to ensure that the enlargement of European economic 
Oommunity expands India 's trading opportunit ies. Trade 
Development Programme will be s ta r ted and appropriate 
agreements wil l be launched for expansion of export to 
other indust r ia l countries, including the United States, 
Japan and soviet Union. 
CO 
The re so lu t ion expected tha t the .state governments 
and other public s ec t o r s would be committed ror export 
promotion. 
The Export Pol icy Resolution of 1970 was an earnes t 
move on the p a r t of the government to achieve a break th rou^ 
in export earn ings , however, the Export Policy Resolution, 
1970 had the following shortcomings. The Government's 
export policy in t he context of planned economic development 
should be r e f l ec t ed on the whole count ry ' s approach towards 
export e f fo r t , not only a few quest ions concerning expor ts . 
Furtner i t should consider long run and shor t - run pol ic ies 
to oe adopted, .making s h o r t run po l i c i e s as pa r t s of long-
run pol icy . But Export Po l icy Resolution 1970 was government's 
Immediate concern for meeting the problems of balance of 
payments. I t did not cons ider long run export e f f o r t and 
did not provide gu ide l ines t o e x p o r t e r s . Many o the r important 
questions concerning expor ts a l so remained untouched. 
The Export Pol icy Resolut ion , 1970 seems t o be on 
l ines of i n d u s t r i a l po l i cy r e s o l u t i o n . But them. Indus t r i a l 
Pol icy Resolution 1948 was followed by I n d u s t r i a l (Development 
and Regulation) Act, 1951, to make the Resolution ope ra t iona l . 
Indus t r i a l (Development and Regulation} Act, 1951 sought to 
regu la te , a c t i va t e and develop i n d u s t r i a l B. e f f o r t . I t 
r, 7 
provided a framework to t h i s e f f e c t . In the case of 
Export Pol icy Resolution no such act ion was taken probably 
because var ious export o rganisa t ions and l i c ens ing of export5 
and imports , e t c . , were already in ex i s t ence . In the case 
of exports proper d i r e c t i o n / r e g u l a t i o n was needed with 
regard to products , p r i c ing , d i s t r i b u t i o n and promotion, 
for permanent footing in the competit ive export markets . 
I t was appropr ia te t h a t these things were taken care of 
in a planned and comprehensive manner so t h a t Export Pol icy 
Resolution was r e a l l y made e f fec t ive and use fu l . But 
unfor tuna te ly t h i s was not done in t h i s r e s o l u t i o n . 
In 1977, the Janata Government assumed power a t the 
c e n t r e . I t s e t before i t s e l f the na t iona l ob jec t ives a t 
achieving a s e l f - r e l i a n t economy crea t ion of employment 
oppor tun i t i e s and ra i s ing the l i v ing standards of the 
people through a time-bound programme. 
Keeping in view the above r a t i o n a l ob jec t ives the 
export po l i cy for 1977-7 8 was r e o r i e n t e d . The bas ic 
approaches were i 
3 . For d e t a i l s see Chand Bidhi, "Export Promotion and 
Planning in India - An Outl ine of a Normative Planning 
Model", Foreign Trade Review, (Quar ter ly) , Vol. XII 
i\'0 3, Oct-Dec. 1977, New Delhi , pp. 339-90, 
4 . S. ahashyam. Export Promotion in India , Comrronwealth 
P u b l i s h e r s , New Delhi, p . 167. 
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i) Ito sh i f t the export-mix towards the 'leading* 
sector in which the country has long term 
competitive advantage these leading sectors were 
identif ied as engineering goods, readymade 
garments, leather manufactures, handicrafts e tc . 
i i ) To minimise social cost of the exports, 
i i i ) To increase the productivity of t rad i t iona l exports 
and to diversify the commodity mix. 
iv) To strengthen the bargaining power of the exporter 
through the support of s t a t e trading organisations. 
Exports were considered as important device for 
creating employment opportunities in the small scale and 
cottage indust r ies . Task forces were se t up by the Government 
for important product groups, such as e lect ronics , handicra-
f t s ; gem and jewellery, e t c . special task forces v/ere also 
setup to encourage export of small scale sector and to 
improve the efficiency of export services . 
With a view to provide larger employment opportunities 
and promoting export earnings. Government brought about a 
sh i f t in the exports from the primary product to a product 
with gredter value - added element, such as encourages 
garments instead of fabr ics , packeted tea and instant 
coffee in place of bulk tea and coffee, and finished leather 
c9 
goods in place of semifinished l e a t h e r . 
Attempts were also made to afford s t a b i l i t y in 
export incent ive schemes l i k e cash a s s i s t a n c e . 
3y s trengthening the economic and commercial r e l a -
t ions with o ther c o u n t r i e s , the Government s t rove to secure 
expanded t rade through p rogress ive ly dismantl ing of the 
o OS t r a d e s to t r a d e . 
The export pol icy however f a i l ed to boost up exports . 
Among other fac tors the curbs t h a t were appl ied on export 
of some of the mass consumption goods brought down the ra t e 
of growth in exports from 27.4 per cent in 1976-77 to 5.2 
per cent in 1977-78 • The l i b e r a l import pol icy followed by 
the Janata Govt , increased import b i l l s . 
I t was, t he r e fo re , on November 1, 1977, t h a t 
Br. Alexander Committee was appointed to review the opera-
t ions of the t rade p o l i c i e s in i t s var ious dimensions and 
recommend measures to r a t i o n a l i s e the t rade pol icy regime. 
The committee submitted i t s r epor t in January 197 8 and was 
implemented in the pol icy pronouncement of 1978 i t s e l f . 
5 . see Table 3.2 in Chapter 3 . 
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The main recorranendations of the committee related 
to (i) import l icensing, ( i i ) export policy, ( i i i ) policy 
of canalization, (iv) export houses, (v) Small scale 
Sector and (vi) re-organisation of the office of the 
Cnief Controller of the Imports and Exports. 
The committee recommended simplification of 
export-import policies by s ta t ing that there should be 
only two categories of items special ly l i s ted in the 
policy both those which are res t r ic ted and those which 
are banned. Items not r e s t r i c t ed or banned may be permitted 
for free imports by indus t r ia l users . 
The committee f e l t the need for decanalisation of 
the number of items for import and export. I t accepted the 
importance of the role of export houses in providing a 
range of export services . Another recommendation was that 
the scheme of cash assistance should be nationalised on the 
basis of (i) refund of indirect taxes other than duty 
drawback ( i i ) compensations for d i f ferent ia l in freight 
and other cost , and ( i i i ) providing i n i t i a l promotional 
expenditure for new products. Finally the committee 
recommended tha t there should be a separate cadre of 
6. ?,N. Agarwala, India 's Export Strategy, Vikas'n Publi-
cation House, 1978/ New Delhi, p. 356. 
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commercial r epresen ta t ive drawn from va r ious c e n t r a l 
7 
se rv ices and publ ic s e c t o r s . 
The Alexander committee apprecia ted the need for 
r e - s t r u c t u r i n g of the exports but f a i l ed to suggest ways 
and means. Nothing was sa id with regard to the indigenous 
c learance and e s s e n t i a l l y c e r t i f i c a t e procedures . The 
committee cori*ceded the need for p ro tec t ion to small sec tor 
but did not specify a time l i m i t for t h e i r ope ra t iona l 
e f f i c i ency . Thus the Alexander committee served only a 
l im i t ed cause. 
Dr. Alexander committee on Import Export Po l i c i e s 
and procedures was followed by a number of o the r committees 
which reviewed the opera t ion of p o l i c i e s . Among them the 
following two deserve spec i a l mention. 
committee on Export s t r a t e g y for Eight ies (Tandon Committee, 
January,1980) t 
The Government of India appointed a 13 member 
committee headed by Mr, Prakash Tandon in 1979 to recommend 
measures for e x p o r t promotion. The Report of t h i s committee 
7, For d e t a i l s see p.N, Agarvala, I n d i a ' s Export s t ra tegy , 
op , ci-c, pp. 353-58. 
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on Export s t r a t e g y for 1980s i s an important document 
interms of i t s impact on the approach to the recent 
economic po l i c i e s in Ind ia . Some of the recommendations 
3 
of t h i s committee are j 
(i) extending the automatic r i s e in the l icenced 
c a p a c i t i e s , f a c i l i t y to a l l u n i t s exporting more 
than 10 per cent of t h e i r production (excluding 
MRTPA and FERA companies)> 
( i i ) no r e s t r i c t i o n to be placed on s e t t i n g up the u:-its 
in urban areas in case of u n i t s export ing more than 
10 per cent ; 
( i i i ) i n d u s t r i a l u n i t s expor t ing more than 25 per cent of 
t h e i r product ion, to be allowed to import cap i t a l 
goods without paying duty; 
(iv) r a t i o n a l i s a t i o n of the i n d i r e c t - t ax s t r u c t u r e for 
export o r i en t ed u n i t s t a exempt them from excise 
dut ies on raw-mater ia l s ; 
(v) reserva t ion of footwear manufacture for the small 
scale s e c t o r , and expor t ob l iga t ions to be introduced 
in phased manner; 
8. K.S. Chalapati .Rao, "An Evaluation of Export Po l ic ies 
and The Export Performance of Large P r iva t e Companies", 
I n s t i t u t e for s tud ies in I n d u s t r i a l Development, 
New Delhi, January 1990, pp . 10-11, 
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(vi) a new category of export houses, naoiely Trading 
Houses to be introduced; 
(vii) Tecnnology import policies and procedures liberalized 
to maintain the standaras of Indian products. 
The committee also suggested that to offset the 
disadvantages faced by the exporters in the form of non-
availability of imported raw materials and components, the 
import policy for exporters should be based on the Principle 
of achieving a free trade regime for exporters". 
The second Tandon committee was appointed in 19 81 
to recommend policies towards Export Processing zones (EPZS) 
and 100 per cent export oriented units. The free trade 
zones were to be centres of transitional production. The 
committee recommended for allowing 25 per cent of the 
production of the units located in the EPZs, to be sold 
in the domestic tariff area. Another important recommendation 
of the committee related to trade udion activity in EPZs. The 
zones can safely be exempted from most of the restrictive 
legislation as there was "little fear of any exploitation 
of labour in the zones". The other recommendations of the 
committee include t 
i ) encouragement of t rad ing a c t i v i t i e s in the zones. 
of 
i i ) provision of land f r e e / c o s t o r a t nominal ra tes* 
and supply of water, e l e c t r i c i t y e t c . j 
i i i ) s e t t i ng up of new zones for r a i s i n g f r u i t s , 
vegetables , flowers and meat; 
iv) f l e x i b i l i t y in approving the l eve l of foreign 
equi ty . 
The Tandon committee (19 81) had recommended a 
pol icy of vigorous export promotion and import l i b e r a l i -
s a t i o n as a means of export promotion. Further the JKF 
Loan (1981) had imposed condi t ions t h a t India should use 
export promotion and not import r e s t r i c t i o n as the s t r a t e g y 
9 
for con t ro l l i ng adverse balance of Payment, 
On August 10, 1981 the Union Commerce Minis te r 
Mr. Pranab Mukherjee announced t h a t the 'Government would 
encourage exports even a t the c o s t of domestic needs of 
consumption. He emphasised to expor t no t only surpluses but 
a l so to proir.ote expor t s , Mr. Pranab Mukherjee sa id t h a t 
9 . For d e t a i l s see K.5. Cnalapcri Rao, op, c i t , 
? . 12. 
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Government had removed many i incens ing c o n s t r a i n t s facing 
the exporters and a lso taken measures to make ava i l ab le 
the bes t technology for export ing i n d u s t r i e s , s impl i f ied 
the procedures t h a t augmented c r e d i t f a c i l i t i e s for 
expor t e r s , aesides these ,var ious s teps to s t reaml ine and 
to remove i n f r a s t r u c t u r a l cnnszraints has a lso been taken. 
Committee on Trade Po l i c i e s (Abid Hussain Committee, 
Dec. 19 84) i 
In 1984, a committee on Trade P o l i c i e s , under the 
chairmanship of Mr, Abid Hussain, was c o n s t i t u t e d . The 
committee observed t h a t to a t t a i n the s e l f - r e l i a n t 
economy, a quantum jump in exports in the most important 
means and the "export promotion p o l i c i e s need to perform two 
ZDles t h a t of providing a s s i s t ance to remove d i s incen t ives 
on the o ther* . The committee, the re fore recommended: 
( i ) The duty drawback system should be r a t i o n a l i s e d 
to provide an expedi t ious and complete reimbursement 
of taxes pa id on inputs t h a t e n t e r in to export 
product ion. 
10. For d e t a i l s see "Export Promotion a t a l l c o s t " . 
The Economic Times, New Delhi, August 11 , 19=1, p . l . 
1 1 . Government of India , Ministry of Corpinerce "Report of 
the Committee on Trade p o l i c i e s " December 1934, p . S4, 
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(ii) The regime of cash compensatory support must be 
maintained so that the export sector was not at 
a disadvantage. The present practice of including 
CCS as part of taxable income is not logical and 
the Government should consider exempting CCS from 
income tax, 
(iii) The existing import replenishment system for 
export production should be re-formulated along the 
lines of the advance licensing system for the cate-
gory of manufacturers exporters. It should then 
be possible to eliminate licensing through the 
introduction of a passbook for each exporter, 
(iv) The real effective exchange rate of the rupee should 
not be allowed to appreciate and should be maintained 
at a level considered appropriate for ensuring the 
competitiveness of exports. 
(v) The Government may consider exempting 50 per cent 
of the profits from exports from income tax. 
(vi) Export production, should be exempted from capacity 
licensing provisions. 
(vii) There should be an exchange entitlement scheme 
for exporters (EESF), which would enable them to 
17 
use a ce r ta in f rac t ion of t h e i r foreign exchange 
12 
earnings for the purpose of market development 
Import:s and Export Pol icy s 
Trade j^olicies in India have always provided imports 
e s s e n t i a l to support l e v e l s of consumption/ investment and 
product ion. 
(i) The committee observed t h a t about two-thirds of t h e 
t o t a l foreign exchange expenditure on imports was 
determined by the Government dec i s ions . Therefore, 
in e f f ec t , import po l icy covered only one- th i rd of 
coun t r y ' s impo r t s , 
( i i ) The committee suggested t h a t the assumption of 
i n f l e x i b i l i t y in the b a s k e t to bulk imports , needs 
to be re-examined. I t should be poss ib le to curb 
the growth in these imports by shapping up the 
domestic product ion. 
( i i i ) Canalisat ion of imports should c o n s t i t u t e the 
exception r a the r than t h e r u l e . 
12, For d e t a i l s see "Report of the Committee on Trade 
P o l i c i e s " op. c i t . pp . 84-35. 
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(iv) In the ultimate analysis, tariffs should replace 
quotas over time. The process of transition would 
have to be gradual, 
(v) For the sector which are selected for rapid 
modernisation, and for lowering of investment 
costs. The required capital goods should be iden-
tified and placed on OGL with a zero and negligible 
tariff, 
(vi) The automatic permissible category for new materials, 
components, spares and consumables, should be merged 
with the category of OGL on one side and the 
category of limited permissible on the other. 
(vii) The committee observed that where foreign exchange 
resources are scarce, the present policy, which 
banes the imports of non-essential consumers goods, 
13 
should be continued , 
Technology Import Substitution and Industrialisation $ 
The committee believed that the continuous techno-
logical upgradation had not taken place either through 
i.-Tcorts of technology or through indigenous technological 
13. liid, pp. 86-83. 
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development. The coinmittee emphasised that for the 
development it is necessary to provide a more liberal 
access to imports of technology in most sectors of the 
economy. The committee made the following recommendations 
related to this s 
(i) In case, where it is possible to buy foreign 
technology, without foreign equity constituting 
a part of the package, such import snould be 
placed on OGL. 
(ii) In case, where it is not possible to import 
technology without foreign equity participation, 
or where the ceiling mentioned above are exceeded, 
such imports snould be regulated by the foreign 
Investment Board (FIB). 
(iii) The committee emphasised that higher level of 
protection for import competing industries cannot 
be justified for an ultimated period of time, as it 
leads either to higher costs or to monopoly profits. 
(iv) In order to obtain efficient import substitution, 
it is essential to de-escalate the level of protectio: 
and ensure the small industries grow uP and become 
competitive. 
(v) It is importment to be selective in import substi-
30 
t u t ion j u s t as an export promotion. Import 
s u b s t i t u t i o n in bulk items should receive high 
p r i o r i t y . I t hardly need to be s t r e s sed t h a t the 
domestic resources costs of import s u b s t i t u t i o n 
must be kept in mind even for the se l ec ted s e c t o r . 
(vi) Las t ly the committee observed t h a t the performance 
of foreign t rade sec to r i s very much a function 
of the performance of the economy as a whole, 
whether i t i s growth in the a g r i c u l t u r a l s ec to r 
and the i n d u s t r i a l sector* or an a l l e v i a t i o n of 
i n f r a s t r u c t u r a l bot t lenecks and a b e t t e r management 
of t h e economy in both the publ ic and p r iva te 
s e c t o r . 
On 12th Apr i l 1985* the commerce Minis te r , Mr, 
Vishwanath Pra tap Singh, announced the Export Import 
Policy for t h r e e years guided by the recommendations of 
Abid Hussain committee 19 84. The major objec t ives of import 
15 
and Export Pol icy (April 1985 - March 19 88) were j 
14, For d e t a i l s see "Report of the Committee on Trade 
P o l i c i e s " op, c i t pp. 89-92, 
15. "Im^-^ort and Export Pol icy of India (April 19 85-March 
19 85)" , Sa l i en t Fea tures , Foreign Trade Review, vo l , 
19, NO, 1-4, 1934-85, January-Harch 19 85, p , 595. 
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(i) To import continuity and s t a b i l i t y in i rpor t 
export pol icy. 
( i i ) To facilitate increased production through easier 
and quicker access to inputs ; 
( i i i ) To strengthen the base for export production; 
(iv) To make a l l possible savings in imports, to support 
indigenous production and to promote eff ic ient 
import subs t i tu t ion ; 
(v) to f a c i l i t a t e tecnnological upgradation and moder-
nisation in production; and 
(vi) to reduce l icensing, to streamline procedures and 
to de-central ise decision making, which should 
reduce costs in terms of time and resources. 
Following the announcement of this policy the 
following steps were i n i t i a t ed j 
(i) Import of 53 items were decanalised, 
(i i) 201 items of indus t r ia l machinery were placed on 
OGL under the import policy. 
( i i i ) A new Import-Export Pass aaok Scheme was introduced 
for manufacturer exporters to provide duty-free 
32 
access to imported inputs for export production. 
It was intended to eliminate possible delays in 
acquiring licensing under duty exemption scheme, 
(iv) Import of Technical Designs/Drawings - Trading 
Houses and Export Houses with a minimum exports 
of Rs. 1 crores in the previous year were allowed 
to import tecnnology designs drawings and other 
docmentation. 
With minor modification in certain areas of 1985 
policy the Import-Export Policy was announced on March 
30, 1988. The major objectives of Import-Export Policy 
(April 1988 to March 1991) were j 
(i) to stimulate industrial growth by providing cost 
access to essential imported capital goods, raw 
materials and components to industry. To sustain 
the movement towards modernisation, technological 
upgradation and making the industry competitive 
internationally; 
(ii) to promote efficient import substitution and self, 
reliance; 
16. "Import and Export Policy", Financial Express, 
Kew Delhi; Harch 31, 19-5, p.4, 
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( i i i ) to give a fresh impetous to export promotion by 
improving the q u a l i t y of incent ives and t h e i r 
adminis t ra t ion; and 
Civ) to simplify and r a t i o n a l i s e pol icy and procedures. 
The s a l i e n t features of t h i s pol icy were as 
follows^*^ t 
( i ) 74 5, items were placed under open General Lincence; 
( i i l Scope of import replenishment schemes was broadened 
( i i i ) Import of 26 items was decana l i sed . 
(iv) the export houses and t rad ing houses scheme and 
export l icens ing scheme were, revamped. 
(v) Pass book scheme to cover domestic manufacturers 
having an average turnover of Rs. 15 crores was 
extended. These above a l l measures s t rengthen the 
Import Export Pol icy announced in 19 85. 
The import and Export Po l i cy for three years 
19yu-93 was announced on 30th March, 1990. The p r inc ip l e 
objec t ives of. t h i s pol icy are given below j 
17, "Exim Policy fur ther l i b e r a l i s e d " The Economic Tl:.es, 
New Delhi, March 31, 1958, p . l , 
16, Government of India, Min i s t ry of Commerce, Centre for 
Monitoring J^ndian Economy, "Import and Export Policy 
for Aoril 1990-March 1993", New Delhi, March 30, 1990, 
p . 1. 
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( i ) to encourage rap id and LSU s ta ined export growth 
including expor t of "services, with spec ia l emphasis 
to generate h igher net foreign exchange earn ings ; 
( i i ) to f a c i l i t a t e a v a i l a b i l i t y of necessary imported 
inputs for s u s t a i n i n g i n d u s t r i a l growth including 
e s s e n t i a l imported c a p i t a l goods for modernisation 
and technolog ica l upgradat ion; 
( i i i / to s implify and s t reaml ine procedures for import 
l i cens ing and expor t promotion; 
(iv) to support recognised indigenous Research and 
Development I n s t i t u t i o n ; 
(v) to promote e f f i c i e n t import s u b s t i t u t i o n and s e l f 
r e l i a n c e . 
some important fea tures of t h i s pol icy may be 
suirar.arised as -follows % 
(i) Capital Goods.and Instruments t 
Eighty two c a p i t a l Goods have been added to the l i s t 
of c a p i t a l goods allowed for import under OGL. These items 
are mainly e l e c t r o n i c instrument machinery t e x t i l e machinery, 
feed processing machinery and sea food. 
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( i i ) Special f a c i l i t y for import of c a p i t a l goods by 
exporting un i t s % 
In order to enable manufacturer expor ters to 
s t rengthen t h e i r export production base, import of 
permiss ib le non-open General l icence c a p i t a l goods wi l l 
be permit ted aga ins t t h e i r own earned REP l i c e n c e . In the 
case of merchant expor t e r s , they wi l l be permit ted to 
nominate Actual Users to ava i l of t h i s f a c i l i t y , s t a r 
Trading Houses a re e l i g i b l e to import such non-OGL 
c a p i t a l goods upto a value of Rs, 5 0 lakhs for supply to 
ac tua l u s e r s . 
( i i i ) Raw Mate r i a l s , Components and Consumables » 
A scheme of Automatic l i cens ing has been introduced 
so t h a t p roduc t ion . i s not held up for want of c r i t i c a l 
components. Under t h i s scheme, l imi ted permiss ib le and 
r e s t r i c t e d items upto 50?; of the value of previous year's 
supplementary l i cence can be imported while the regular 
supplementary l i cence appl ica t ion i s made to the sponsoring 
a u t n o r i t y for c e r t i f i c a t e s of e s s e n t i a l i t y and considerat ion 
by the supplementary l i cens ing committee. 
(iv) Import of Raw Mate r i a l s , components and Consumable 
under OGL j 
Fifty five items of raw materials, components and 
consumables have been added to the OGL list for import 
by Actual Users. These items include All High Speed 
Steel items, 
(v) Public sector Undertakings j 
Import of raw materials and components can be rriade 
under OGL on the basis of release of foreign exchange 
and indigenous clearance. Import of capital good exceeding 
tne value of Rs. 1,5 crores will be allowed under OGL 
on the basis of approval by the capital Goods Main 
Co.Tjnittee headed by the secretary (Industrial Development) 
and list attestation by DGTD, 
(vi) Import Policy for Registered Exporters s 
Under the new scheme exporters are entitled to get 
import replenishment licences to replenish the raw materials 
components, consumables and packing materials used in 
the manufacture of products exported. 
In the new policy, REP licences continue to be 
freely transperable. 
(vii) Export Houses/Trading Houses/Star Trading Houses • 
The concept of giving recognition to exporters on 
the basis of the Net Foreign Exchange Earnings has neen 
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continued in the new policy. However, the procedure 
for computing the Net Foreign Exchange Earnings has been 
simplified. 
Recognised Export Houses and Trading House will 
be entitled for additional licences at the rate of 10 
per cent of the foreign exchange earned. Such licences 
"ill be freely transferable, 
tviii) Duty Exemption scheme j 
This scheme allows import of raw materials, conpo-
nents, consumables and spares meant for export production, 
on duty free basis. Inspite of the immense popularity, the 
scheme suffered from very many procedural irritants. In 
the areas policy. Blanket Advance licensing scheme has 
been introduced in favour of established exporters. It is 
expected that such established exporters v/ill be free 
from many procedural irritants and they can devote their 
whole hearted attention to other important activities, 
like export, marketing, production etc, 
(ix) Export Licensing Policy j 
Export Policy Simplified - The export policy has further 
been sL^ nplif ied. Procedures have been cluobed and logically 
presented. The rearrangement of the various appendices nas 
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l e d to easy r e a d a b i l i t y , c o r r e l a t i o n and s impl i f i ca t ion 
of the items t h a t are r e s t r i c t e d for expor t s . 
Furnishing of Bank Qurantee Abolished » The requirement of 
aank Guarantee for export of c e i l i n g items has been d i s -
pensed with. This w i l l provide s u b s t a n t i a l procedural 
r e l i e f . 
Delegation of Powers j powers are being delegated for 
tne f i r s t time to the Regional Officer for r eva l i da t i ng 
the export l icences r e l a t e d to c e i l i n g i t ems . As a measure 
of r e l i e f a l l items placed on l imi t ed c e i l i n g w i l l now be 
operated by the Regional Licensing a u t h o r i t i e s only . 
Transparency s The export Pol icy i s made more t ranspa-
r e n t by defining the c o n s t i t u t i o n , functions and the 
methodology adopted by the Export Licensing Conmiittee 
for c lea r ing Export l icence a p p l i c a t i o n s . 
Goods for Exhibi t ion Purpose j Procedure for the export of 
goods for exh ib i t ion purpose has been s i m p l i f i e d . 
Export of Spares as Free Replacement $ Exporters of 
machinery and equipment w i l l now be allowed t o export 
spares on a more l i b e r a l b a s i s . The expor te rs of .T.achinery/ 
equipment wi l l ax now be allowed to export shares of 
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machinery/equipment as free replacement upto one per 
cent of the FOB value of the export during the previous 
l i cens ing per iod. 
The Export po l icy for 1990-93 regula tes the exports 
of the t o t a l number of 191 e n t r i e s on ly . Against t h i s 
63 are not allowed for expor t , 31 are on m e r i t s , 25 are 
under l imited c e i l i n g , 18 are cana l i sed and 4 8 are allowed 
under open general l icence on s p e c i f i c cond i t i ons . All 
19 o the r items are f r ee ly expor table under OGL 
The new pol icy has therefore provided fu r the r 
momentum to the ongoing process of l i b e r a l i s a t i o n with 
emphasis on s t rengthening the impulses of i n d u s t r i a l 
and export growth. 
AS a r e s u l t of successive export p o l i c i e s and 
recommendations of various promotion committees, a v a r i e t y 
of incent ives and f a c i l i t i e s were offered t o Indian 
expor ters during the per iod under review 
some important export promotion measurers adopted 
by the government were j 
19. For d e t a i l s see "Import and Export po l i cy For April 
90 - March 9 3" , op, c i t . pp. 6-15. 
so 
- the duty drawback system, 
- market development a s s i s t a n c e , 
- f i s ca l concessions for expor t s , 
- import po l icy for expor t s , 
export process ing zones and 
100 per cen t expor t -o r i en t ed u n i t s , duty exemp-
t ion scheme e t c . 
(i) Duty Drawback System - The duty drawback system 
reimbursed the custom dut ies and cen t r a l excise 
dut ies paid on raw m a t e r i a l s , components and packaging 
mater ia l s used in the manufacture of export products . 
This was intended to make the products competitive 
in the I n t e r n a t i o n a l market . 
( i i ) Market Development Ass is tance (MDA) - Market Deve-
lopment Assis tance was c rea ted with a view to 
acce le ra t e and d i v e r s i f y the count ry ' s expor t s . This 
a s s i s t ance was made a v a i l a b l e for financing expenditure 
on cash compensatory suppor t (CCS), market research, 
commodity research , a rea surveys , export p u b l i c i t y , 
p a r t i c i p a t i o n in t rade f a i r s , establishment of o f f i ces ' 
and branches in foreign count r ies e t c . The bulk of 
the resources were however, absorbed by the CCS, 
91 
( i i i ) Fiscal Concession For Exports - special f i sca l 
concessions were granted to exporters on the i r income 
originat ing from exports. 
(iv) The Import Policy For Exports - The import policy 
allowed special f a c i l i t i e s for regis tered exporters 
to provide them access to importable inputs that 
enter into export production a t world pr ices , 
(v) Export Processing Zones and 100 per cent Export 
Oriented Units - several free trade zones were 
established with necessary infrastructural f a c i l i -
t i e s such as factory shads administrative blocks 
and service support such as custome „ financial 
ins t i tu t ions and posts and telegraphs to promote 
exports. The Government of India also introduced the 
scheme of 100 per cent export-oriented uni ts in 
December 19 80 with a view to generate additional 
production capacity for exports, I*iese uni ts were 
given the f ac i l i t i e s of duty free import of machinery 
components and..raw mater ia ls . Indigenously produced 
capi ta l goods, components and raw materials were 
exempted from Central Excise duty too, 
(vi) Ot.->er measures - Other promotional measures included 
the duty exemption scheme export-houses and trading 
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houses, establishment of joint ventures abroad, 
establishment of foreign collaborations, blanket exchange 
permit scheme etc; 
The above export promotion efforts were assisted 
by a strong institutional infrastructure in the forms 
of Export Promotion Councils, Commodity Boards, Trade 
Development Autnorities, Export-Import sank. Trade Fair 
Autnority of India etc, 
4.3 An Evaluation of Policy 
The preceding section sought to provide a compre-
hensive description of export policies that were opera-
tive in India during the period 1970 to 1990. The 
present section is devoted to an overall evaluation 
of the policy. While doing so, an effort has been 
made to examine the effectiveness of the policy in the 
field of export promotion,list the failures of export 
policy and suggest some measures which could be considered 
while formulating a policy for sustained growth of 
exports in future. 
The policy formulated for promoting exports by 
the Government of India during the period under study 
can be regarded as effective in many ways • 
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( i) I t created a favourable c l imate for exports by 
enabling exporters access to intermediate inpu t s , 
components and some c a p i t a l goods a t close to 
i n t e rna t i ona l p r i c e s . 
( i i ) Fiscal and monetary concessions given to exporters 
l i k e duty drawbacks, cash compensatory support , 
p r e f e r en t i a l i n t e r e s t r a t e s , income tax exemption 
e t c . reduced the a n t i - e x p o r t bias in tne economy, 
( i i i ) pol icy measures such as duty free-import of raw-
. mater ia l s for export production and allowing 100 
per cent export o r i e n t e d u n i t s with f a c i l i t i e s of 
duty free-import of machinery, component and raw 
mate r ia l s helped in promoting and divers i fy ing 
expor t s , 
(iv) Creation of a number of o rgan i sa t ions such as 
Export Promotion Counci ls , Commodity 3oards, Trade 
Development Authori ty e t c . helped in promoting 
exports by rendering s e rv i ce s in the form of 
information on market p o t e n t i a l , product adapta t ion, 
technology, marketing, maintenance of qua l i t y 
e t c , 
(v) The period also wi tnessed a move tov;ards s t a o i l i t y 
in export po l i cy . T i l l 1984-85 the government issued 
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i t s export po l i cy every year. Following recominea-
dations of the Abid Hussain Committee^the govt , 
decided to i s sue a t rade pol icy for a per iod of 
three yea r s . This longer duration of pol icy 
in jec ted some s t a b i l i t y in the drive of exporters 
to compete in the i n t e r n a t i o n a l market. 
(vi) Formulation of seve ra l package schemes for promoting 
exports from s e l e c t e d sec tors such as engg. goods 
generated a favourable climate for expor t s . 
(vi i) The government used the weapons of counter t r a d e , 
es tabl ishment of j o i n t ventures abroad e t c , as an 
e f fec t ive s t r a t e g y for export promotion. 
Thus the expor t po l icy and programmes over the years 
under reviewed con t r i bu t ed in the r e a l i s a t i o n of some 
export goals s e t out for achievement. However, i t can 
not be sa id t h a t the government pol icy of export promotion 
did not suffer from any l i m i t a t i o n . I t s l i m i t a t i o n has 
been well summarised by the Abid Hussain committee repor t 
in the words t h a t "In the Indian Context, export promotion 
po l i c i e s need to perform two r o l e s , tha t of providing 
co.Tpensation on the one hand t h a t of providing a s s i s t ance 
tc remove d i s incen t ives on the other the presen t 
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regiraie of export promotion policies is mostly a compen-
sation for disadvantages faced by the exporter on account 
of domestic (economic policies, and the element of incen-
tive, if any, is very small indeed. The compensation is 
perhaps not entirely adequate whether we consider the 
CCS, the duty drawback system or the import facilities 
for export production* . The policy of the government 
has also, not been consistent and uniform. General adhoc 
measures have been introduced and solve the problems, 
arising from time to time, similarly export promotion 
measures have been used indiscriminately. In other words, 
commodities have been assisted to maximise the gross value 
of exports rather than net foreign exchange earnings. 
For evolving more effective and result oriented 
export policy it is essential to overcome the above 
deficiencies. The policy makers need to keep in mind 
while framing export policy the environment and conditions 
under which the Indian exporters are required to compete 
in the international market, A well coordinated and 
dynamic policy should be framed to provide adequate 
inducement to export. To this end the following measures 
may be taken. 
20, For details see "Report of the Oommittee on Trade 
Policies" op, cit, p, 84, 
1, I d e n t i f i c a t i o n of goods and serv ices with 
export growth p o t e n t i a l , 
2, Se lec t ion of markets for the commodities iden-
t i f i e d for expor t s , 
3, Or ien ta t ion of export incent ives schemes for tne 
s e l e c t e d commodities to the l eve l s of our ccxnpe-
t i t i o n s in the i n t e r n a t i o n a l market, 
4 , Gearing up of the import product ion, consumption, 
f i s c a l and o ther p o l i c i e s of the govt, towards 
exports promotion. 
4.4 Ooneluding Remarks 
To conclude, export po l icy has cont r ibu ted towards 
promotion of exports during the period 1970 to 1990 in 
more than one ways, A number of pol icy support measures 
were adopted from time to time for increas ing e x p o r t s . 
These measures were a s s i s t e d by a s t rong i n s t i t u t i o n a l 
i n f r a s t r u c t u r e . All these exerc ised considerable influence 
on the t r e n d s , composition and d i rec t ion of expo r t s . 
c 0 :; c L u s I 0 N s 
Exports c o n s t i t u t e a small percentage of Ind ia ' s 
na t iona l income. But i t s importance in the development 
of the Indian economy i s s i g n i f i c a n t . In f ac t , during 
the course of economic planning export earnings have 
acquired increasing importance for sustaining.economic 
development. Exports are e s s e n t i a l to meet the challenges 
of mounting expenditures on imports , accumulating debt 
se rv ice payments and the bleak prospects of concessional 
a i d . Exports are a lso necessary to make e f f i c i e n t u t i l i s a -
t ion of resources p o s s i o i e . In sho r t foreign exchange 
earnings derived from exports a r e v i t a l for promoting 
o v e r a l l economic development wi thout s a c r i f i c i n g country 's 
s e l f r e l i a n c e . 
Export performance of a country i s influenced by 
a v a r i e t y of f a c t o r s . Broadly these f ac to r s can be grouped 
as J (a) the foreign demand for the products of the 
expor t ing country; (b) the commercial p o l i c i e s of the 
t r ad ing par tners of the expor t ing country; (c) the 
domestic a v a i l a b i l i t y of exports and (d) the export policy 
of the country. 
In India export pol icy has been used s ince 1970 
as an instrument for development of exports on a sus ta ined 
b a s i s . We have made an attempt in the foregoing pages to 
analyse tee export pol icy and the changes tha t have taken 
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pldce in the policy s ince 1970 with a view to examine 
i t influence on export e a r n i n g s . 
Our analysis shows t h a t s ince the passing of the 
Export Policy Resolution in 1970, the scope of export 
promotion po l i c i e s has been considerably widened. The 
various t^^pes of export promotion po l i c i e s have beer, used 
to subs id ise exports and to encourage increased production 
for expor t s . Tne important po l i cy instruments tha t have 
been used include j (a) the duty drawback system, (b) 
the market development a s s i s t a n c e , (c) f i s c a l concessions 
for expor t s , (d) import po l icy for expor t s , (e) free 
t rade zones and (f) loo per cen t export o r i en ted u n i t s . 
These policy instruments have been a s s i s t e d by a strong 
, i n s t i t u t i o n a l i n f r a s t r u c t u r e in the form of Export Promo-
t ion Councils, Commodity Boards, Trade Develofanent 
Authori ty , Export-Import Bank e t c . 
The above package of d i r e c t and i n d i r e c t export 
incent ives contr ibuted t o the improved performance of 
Indian exports in many ways. They enabled the exporters 
access to intermediate inputs a t c lose to i n t e rna t i ona l 
pr ices and thereby c rea t ed a favourable cl imate for 
expor t s . Fiscal and monetary concessions reduced the 
an t i - expor t bias in the count ry . Free import of raw 
mater ia l s for export product ion helped in promoting and 
d ivers i fy ing exports.Che expor t po l icy a l so imparted 
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s t ab i l i t y to the export promotion derive. 
Export Policy during the period under review 
however, had some weaknesses too . I t did not provide 
adequate incentive to exporters . I t lacked consistency 
and uniformity. Often adhoc measures were introduced 
to fac i l i t a t e exports. 
In the long run, the capacity of the country 
to produce and export goods and services on a continuing 
basis at competitive prices in the international markets 
wil l depend, among other fac tors , on a more effective 
and result-oriented export policy. Such a policy snould 
be framed along the following l ines > 
1. Identification of goods and services with 
export growth po ten t i a l , 
2, selection of markets for the commodities 
identified for exports , 
3, Orientation of export incentives schemes for the 
selected commodities to the levels of our compe-
t i t ions in the in ternat ional market, 
4. Gearing up of the import production, consumption, 
fiscal and other pol ic ies of the Govt, towards 
exports promotion, 
* * * * * 
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